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FLEET CALL PROVIDES SMR SERVICE

TO 150,000 IN SIX MAJOR MAR~ETS

Fleet Call Inc., Bloomfield, N.J., is the second largest owner

and operator of Speciali:ed Mobile ~adio (SMR) systems in the

United States.

Fleet Call currently provides dispatch, mobile phone and other

two-way radio services to customers who require private

radio-based communications between fixed sites and mobile units,

between mobile units themselves, and between mobile units an~ ~he

public telephone network. It serves approximately 150,000 units

in. six major metropolitan markets: Los Angeles, San Francisco,

New York, Chicago, Dallas and Houston. The spectrum in these

markets is among the most congested in the country.

Formed in April 1987, the company embarked on a strategy of

acquiring SMR systems that were at or near capacity and com~ining

them to achieve management i~provements and to create increased

~apacity through the use of tech~olcgy.
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company-owned and operated SMR systems consist of approxi~ately

1700 channels at 800 MHz and 400 channels at 900 MHz, the two

frequency bands the Federal Communications Commission authorizes

fot' Si1R use.

In addition to providing radio d:spatch and mobile telephone

services through its SMR systems, Fleet Call also provides

conventional two-way radio service and paging services; it also

sells and maintains radio equipment and rents space on its radio

towers to other mobile communications operators.

SMR and ESMR

In 1990, Fleet Call embarked on an ambitious program to relieve

spectrum congestion and bring the benefits of an advanced

communications technology to its SMR business. Fleet call calls

its proposal Enhanced Specialized Mobile Radio (ESMR). ESM?

represents the next gene~at~on of SMR technology, combini~g

advanc&d digital transmissLcn techniques, sophisticated

high-speed frequency-swi~ching, and frequency re-use through

multiple low-power base sta~i~ns. The result: improved spect=~~

efficiency, greater system capaci:y, higher quality transmission

and an increased variety of service choices. ESMR provides a

dramatic 15-fold -- or more capacity increase, without

requiring additional frequency allocation.

-more-
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Fleet Call has invested more than $200 million in acquiring its

SMR operations, almost half of which was financed through equity

funds. Fleet Call's current annual revenues are approximately

S6S million, half of which come from SMR service revenues and the

balance from sales and maintenance of subscriber equi~ment.

Fleet Call expects to commit more than $500 million to install

ESMR in its six target markets.

Manaqement Team

Fleet Call chairman Morgan O'srien has been involved in the SMR

industry since its inception. He has held several influential

positions in communications law, including a partnership with the

international law firm of Jones, Day, Reavis & Pogue and a

variety of management and legal posts within the Federal

Communi ca t ions C:ommi s sian. •

Brian McAuley, president and chief executive officer, has

extensive experience in the mobile communications industry,

including cellular and paging. Before Fle~t Call, he was senior

vice president, chief financial of:icer and direc~or at Millico~

Incorporated, a company with significant mobile communications

holdings. ·prior to that f he was corporate controller of Norton,

Simon Inc., a $3 billion multinational consumer products and

services company.
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The PCS Proceeding, General Docket Number 90-314

APPENDIX A-3

NARUC'S MAY 29, 1991 ERRATA TO REPLY APPENDIX B

May 29, 1991

Secretary
Federal Communications Commission
1919 M Street, N.W.]
Washington, D.C. 20054

RE: In the Matter of Fleet Call, Inc. Application
for Waiver and Other Relief to Permit Creation
of Enhanced Specialized Mobile Radio Systems
In Six Markets, FCC File No. LMK-90036.

ERRATA NOTICE

Dear Madam:

Attached please find materials which should have been included
as part of Appendix B of NARUC's May 10, 1991 Reply to Oppositions
in the above-captioned proceeding.

Copies have been served upon all parties on the attached
service list.

Respectfully Submitted,

James Bradford Ramsay
Deputy Assistant General Counsel

Enclosures
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POP Out:
The Changing Dynamics of the Cellular Telephone Industry

Cellular Penetration
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Competition should begin in next 3-4
years, putting pressure on cellular
companies' pricing, market share, and
cash flow.

• Penetration of U.S. population should
exceed 12% by 2000 - but average
usage should be much lower than today.

Overvalued pure-play stocks
include Cellular Communications,
Contel, LIN Broadcasting, US Cellular,
and Vanguard.

Fairly valued pure-play stocks are
McCaw Cellular and Metro Mobile.

This Memorandum is based upon information available to the public. No representation is made that it is accurate or complete. TItis memorandum is not an offer
to buy or sell or a solicitation of an offer to buy or sell the securities mentioned herein. Morgan Stanley & Co. Inc. and others associated with it may have positions
in. and may effect transactions in, securities of companies mentioned herein and may also perform or seek to perform investment banlcing services for those
companies.
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The wide disparity in per-pop values reflects the very
different casb-flow generating capabilities of tbe various
companies' markets, as well as the diverse private/public
market weightings. A detailed company-by-company
market analysis with supporting statistical data is provided

Competition Is Coming

We believe the combination of spectrum availability and
political and economic factors will attract one or more
additional providers of advanced mobile services to most
metropolitan markets by the mid- to late 19905. While the
added carriers will stimulate the overall demand for cellular
services, they will also put pressure on pricing and, of
course, on the market share of the existing duopolists.
Because of the present carriers' broader coverage, market
presence, and established systems, we expect them to
capture a significant share of the growing market - just not
all of it. The new entrants' primary selling point is likely to
be price, given their lower initial service quality and
recognition. We expect the price discount to be large
enough to force the established providers to make at least a
parti:l1 pricing response to maintain growth.

Spectrum Availability

A critical question regarding the potential for competition in
cellular-type services is the amount of remaining space in
the finite electromagnetic spectrum. This involves several
issues. First, is it possible to open virgin spectrum for
advanced mObile-type uses? Second, is it possible to share
existing blocks of spectrum by overlaying mobile use on
other existing applications? Third, is it possible to move
existing users off one block of spectrum to make way for
new users?

As for opening up new frequencies, the spectrum is fairly
well allocated up through the 300 GHz range. Industry
experts suggest that cellular applications would not work
very well beyond 2 to 3 GHz. Because of their propagation
characteristics, the higher bandwidth signals travel
relatively short distances at any given power level, making
the cost of the many cell sites necessary to cover an area
prohibitive. Thus, the likelihood of opening unallocated
spectrum for cellular applications is minimal.

in the accompanying report, The Cellular Pure Plays:
Company Profiles. which should be read in conjunction
with this industry, overview.

The following gives the reasoning behind each of the
premises used in our forecasts.

The sharing of spectrum is more controversial, with
significant implications for the degree of competition.
Millicom ($6) is experimenting in Houston and Orlando
with code division multiple access (CDMA) as an overlay
technology in the 1850-1990 MHz band, now used for fued
microwave services largely by electric utilities and oil
pipelines. Millicom hopes to use CDMA/spread spectrum
technologies to transmit the voice signal at very low power
levels over a wide spectrum. The emitted power is
supposed to be low enough not to interfere with other
signals in the band. Also, PCN users generally would
operate at street level, away from the much higher path of
most fixed microwave antennas.

The experiment') only recently began, nn(llhe question of
whether CDNfA can actually work with :l large number of
users won't be settled for some time. Some industry experts
argue that CDNfA/spread spectrum is a proven technology
thac has been used for years in milit:uy applications. Other
experts say the question is not whether CDlv1A works as an
overlay technology but rather what capacity it c:m handle
before significant interference develops.

CDMA's proponents claim that ultimately the system's
capacity is 20 times that of current analog technology. To
put this in context, according to Pacific Telesis' , the two
analog systems for Los Angeles can provide service to
600,000-900,000 customers (out of a population of 13.3
million), assuming 200 minutes of use per subscriber per
month. This is equal to total potential market pcnetr:llion of
at feast 4.5-6.8%. If CDMA were to simply double analog
capacity (nsing only 50 Mhz; 150 fvThz is proposed), the
potential penetration would be at least 9- 14%. TIlUs, ill Los
Angeles, the second-largest markel in the country, a
doubling of capacity would be more than enough 10 satisfy
likely penetration for 10 years or more, recognizing that at
penetration rates this high, usage is likely to average much
less than 200 minutes per month. (The cellular industry as a
whole is currently gaining penetration at less than 1%

This Memorandum i,s based upon infonnation available to the public. No representation is made that it is accurate or complete. This memorandum is not an offer
to buy or sell or a SohCltation of an offerto buy or sell the securities mentioned herein. Morgan Stanley & Co. Inc. and others associated with it may have positions
tn, and may effect transactions in, securities of companies mentioned herein and may also perform or seek. to perfonn invesnnent banking services for those
companIes.
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annually.) In smaller cities, where usage per customer is
typically lower, capacity would not seem to be much of an
issue.

&let! Cell has proposed a different form of frequency reuse.
It is mnterially different from Millicom's system in several
ways, the most important of which is that Reet Call would
reuse bandwidth it already controls. The company is~ a
specialized mobile radio (SNffi) carrier'l([Qvjdjn"
gjsmtsbjp" seryjseS jp New York, Los Angeles, Chicago,
San Francisco, Dallas, and Houston. In April 1990, it .
applied to the FCC for waivers that would allow it to
provide cellular-like services over its bandwidth in the 800
Mhz region (it bas 5-8 Mhz in these markets). The Reet
Call system would use enhanced specialized mobile radio
technology (ES:MR) and a form of time division multiple
access (TD1-1A) technology. fleet Call claims itc~

.mpjmajp its dj§PNFb seajGe to existing custome~
mO'gdr,gmpetiti"e (eIlpla r Opegting "Sipg the SaGle F

bandwidth.
s •

The possibility of moving existing users off a block of
spectrum to allow for cellular-type use is potentially the
most explosive politically. There is no technological barrier
to doing this, and the FCC has cleared bandwidth in the past
for other uses, such as fixed microwave, radio location, and
maritime mobile. Certain bandwidths are not fully utilized,
so it is possible for the FCC to move users from one block
of bandwidth to another.

One potential problem is cost. Radios used at one
frequency often don't work at another unless substantially
modified, and sometimes must be replaced altogether, a

costly and disruptive process. Bandwidth incumbents can C
be expected to fight any change tooth and nail. !
Nevertheless, the FCC has forced relocntions several times
in the past and ha'i recently indic:lted a willingness to do so
again if necessary. Chairman Alfred Sikes has ordered the
FCC staff to study the feasibility of establishing a spectrum
reserve in the frequency range of 1700-2200 NUn. The idc:l
is to see if existing users in all or part of that spectrum can
be placed elsewhere to create reserve capacity for new
services and technologies.

Tne FCC chaim1an's targeting of 1700-2200 f,.'U1Z has some
significance. This is the bandwidLh that Niillicom h:.lS .
identified as potentially appropriate for PCN-type selV'ices.
There is not that much going on in large segIllenls of this
band., and the cost of moving the fixed microwave
occupants would be relatively small. The primary
occupants of 1850-1990 and 2110-2220 :Mhz are the utilities
and petroleum companies. These users have suggcsted that
the cost of replacement ~quipment necessary to move them
from these two bandwidths would be "at least" $615 million
and $438 million, respectively. These figures may very
well be exaggerated and, in any C:lse, are not all that high.
In cellular lingo, $615 million is $2.46 per pop (based on
250 million pops), while $438 million is $1.75 per pop.
Many mobile operators would happily pay those costs to
have a nationwide cellular franchise. Moreover, at 1850- .:)
1990 Mhz there would be room for at least two operators,
who could split the already modest COSl between them.

In conclusion, it appears that parts of the 1700-2300 Mhz
spectrum are now inefficiently utilized. Even if
CDMA/spread spectrum does not work well as nn overlay
technology, the FCC could very well reallocate frequencies
for PCN-type selV'ices.

Politics

The development of U.S. telecommunications policy since
the mid-1960s has been geared toward providing e:lsier
entry to new competitors. This has been primarily at the
behest of the FCC but has been supported by Congress. As
a result, we now have vigorous competition in the long­
distance telephone business, and the FCC is promulgating
rules that would open local exchange networks as well. In
mass media, the agency has clearly signaled its desire for
more competition by suggesting the repeal of rules that
exclude telephone companies from the cable television
business (although congressional approval would be
needed).

The FCC appears to favor expanded competition in the
mobile business as well, as indicated by Chairman Sikes'

This Memorandum is based upon information available to the public. No representation is made that it is accurate or complete. This memorandum is not an offer
to buy or sell or a solicitation of an offer to buy or sell the securities mentioned herein. Morgan Stanley & Co. Inc. and others associated with it may have positions
in. and may effect transactions in, securities of companies mentioned herein and may also perform or seek to perform investment banking services for those
companies.
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proposed "spectrum reserve." As Greg Vogt, the chief of
the FCC's Mobile Services Division, said recently in an
article in Cellular Marketing magazine:

"1 can repeat a statement that the Chairman (Sikes) said
a couple of weeks ago - that the FCC really isn't in the
business of protecting the value of any particular
company's stock, that our goal really is to promote the
availability of a lot of communications services to the
public."

Private conversations with Commission staff indicate a
similar desire to expand the market.

Of course, the Commission's job is politically difficult.
The existing cellular operators would like to put the kibosh
on competition or, at the very least, slow the entry of
competitors. In that the incumbents include most major
telephone companies in the U.S., the FCC has its work cut
out for it. We believe, however, that the strong thrust of the
FCC's policy, combined with a certain ambivalence on the
part of the telephone companies (which want to provide
PCN-type services themselves) will lead to the opening of
the advanced mobile business to more new entrants.

Congress is unlikely to get in the way of the FCC, in our
view. Representative John Dingell, chairman of the House
Commerce Committee, has proposed the Emerging
Telecommunications Act (which the House approved l:lSt
session), aimed at finding spectrum now occupied but
underused by the government and reallocating it for
commercial use. While passage by the Senate and approval
by the president is not assured, the proposal demonstrates
the attitude of a significant body ·of politicians.

The government's road to opening up the cellular market
will be easier and shoner if frequency sharing turns out to
be feasible, but reallocation of bandwidth is cenainly a real
alternative. The politics will also be simplified if would-be
carriers can convince the FCC and the Congress that they
would provide the consumer with something new. Kicking
someone off a bandwidth could be more easily justified in
the name of "emerging technologies." The development of
the next-generation cellular technology, i.e., a personal
communications network, with millions of people able to
perform multiple communications functions over small,
inexpensive handsets, should prove very appealing to
politicians and the Commission.

Economics

Assuming bandwidth is made available, the next question is
whether companies will take advantage of the opportunity

to be the third or founh carner in a given market. There arc
various reasons for players to want to do so. For example,
an existing cellular carrier might want to enter additional
geographical markets to round out cover:lge and :lchie;"e
economies of scale in advenising, m:lintenance, etc. Or an
existing provider might want to take over additional
bandwidth in order to minimize the opportunities for an
insurgent to disrupt its duopoly. Of the many possible
motivations for new entrants, we will focus on whether
becoming the third or fourth carrier makes business sense in
a given market. .

There are many variables that are critical to the potential
profitability of a new entrant. Among them are the number
of entrants authorized; what part of the spectrum is
allocated; whether the bandwidth is auctioned or, as in the
past, awarded in hearings or lotteries; and the specilic
market's defini,tion (city, MSA, region) and characteristics.
Rather than perfonn endless scenario building to take into
account the many possible permutations, we will look at the
potential financial results for what we believe is a
reasonable overall scenario. Our assumptions, for a 2
million pop MSA, include the following:

The FCC authorizes two new entrants per MSA,
operating in the 1850-1990 Mhz bandwidth.

The technology used is CDMA with microcells.

Each new entrant charges 30-40% les~ than the existing
cellular providers.

The annual national rate of penetration rises from 0.8%
annually to 1.2-1.4%. (This :lSsumption is derived from
a recent survey of 1,200 households, including 273
cellular users, that we commis~ioned. Approximately
60% of respondents said they would be more likely to
purchase cellular service if fees were 40% less.)

Each new entrant tak:e~ h:llf of the new incremental
market growth, plus 10% of the prior (0.8%) annual
penetration growth.

The existing c:uners reduce prices 10% the ftrst year
and 5% annually for the next four years.

Cost of construction for the new entrants is $15 per
pop, plus an incremental cost per subscriber similar to
that for the existing earners. This is a conservative
:lSsumption. The cost of building a traditional cellular
system is estimated at less than $10 per pop. Some
observers believe a mini-cell system would cost about
the same amount, with the large number of cells offset

This Memorandum is based upon information available to the public. No representation is made that it is accurate or complete. This memorandum is not an offer
to buy or sell or a solicitation of an offerto buy or sell the securities mentioned herein. Morgan Stanley & Co. Inc. and others associated with it may have positions
in. and may effect transactions in. securities of companies mentioned herein and may also pert'orm or seek to perform invesunent banking services for those
companies.



6 MORGAN STANLEY

by a low cost per cell. We are aware, however, of
developed technology that would bring mini-cell costs
well below this level.

Cost of sales per net addition is similar for new entrants
and incumbents.

Roaming revenues are zero at first but rise to 10% of
the average bill after 5 years. (After all, roaming isn't
built in a day.)

Average usage per new customer is initially 125
minutes per month.

Tables A and B in the Appendix provide comparative
income and cash flow statements for a hypothetical new
entrant over a ten-year period. Based on our assumptions,
the company's operating cash flow would become positive
in year four, and it would reach operating profitability by
year six. Operating margins would be 31 % by the tenth
year. By year six, free cash flow would be positive, and by
year 10, the free cash flow return on net plant would exceed
20%. Not unexpectedly, the return on net plant is well
below that of the incumbent cellular franchise, with its
advantages of scale and better pricing. 1bis is almost beside
the point, however. The potential returns are still rich
enough to induce a company to enter the market. The
discounted cash flow analysis (see AppendiX C) further
~demonstrates this. Assuming a $30 million start-up cost
($15 per pop), the free cash flows generated by the business
will provide a return of 14-15% (after tax). Depending on
the cost of debt, this implies a return on equity of 20-30%,
certainly enough to encourage entry. If start-up
expenditures could be reduced, returns would be even
higher.

As a comparison, we also looked at this issue from the point
of view of a company with the same cost structure as an
existing cellular company (see Appendices D through F) to
see whether it could earn acceptable returns while initially
charging 30-40% less than in today's markets. We chose
LIN Broadcasting as our guinea pig, since LIN operates in
reasonably attractive markets of the type that might interest
a new entrant. We used our base-case forecast for LIN but
changed two variables, reducing prices 35% and lowering
average minutes of use 20%, the latter because at least
initially the insurgent would attract more low-end users.

The beginning of our forecast period is really the fifth year
of Lin's cellular service; thus penetration in year one is
almost 60 basis points, a good head start that we will adjust
for in the valuation. In this scenario, operating profitability
is reached very quickly (given the head start), as is positive

free cash flow. Similar to the first scenario, operating and
cash flow margins rise to more than 30% by the tenth year,
or not quite to the levels we forecast for existing cellular
carriers. The return on net plant also rises to healthy ]cvels,
if not to those of our cellular forecasts.

According to our valuation analysis (Appendix C), the new
competitor is worth approximately $36-37 per pop,
assuming a required after-tax return of 13-15%. Another
way of saying this is, assuming that an after-tax return of
13-15% is adequate, an investor can invest up to $36-37 per
pop in capital and initial operating losses and still realize his
required return. Thus, even with a relatively high capital
cost per pop, significant early-year losses can be justified.
LIN itself had positive operating cash flow in its cellular
business within two to three years of start-up; exclllsive of
interest and start-up capital expenditures, losses were
minuscule. Lower cellular fees would not have changed
matters that much. With approximately 26 million pops, the
total loss would have hnd to be about $550 million aIter-tax
(26 million times $21 per pop) to exceed the $36-37 per pop
investment threshold.

While neither of the above analyses is pristine by any
means, we believe they demonstrate that a reasonable,
conservative business plan can support entry into the
advanced mobile market. This conclusion dovetails wilh
one's intuition: someone should be able to earn a decent
return on an investment of $15-20, or even $35. per pop,
when presumably rational businessmen in past ceHubr
transactions thought the potential return merited an
investment tvJenty times that. The head start and large
coverage area enjoyed by the incumbent carriers is worth a
lot, but not thnt much.

The Competitive Roll-Out

It is extremely difficult to forecast precisely how ,
competition will evolve in the advanced mobile market.
The following merely describes one set of likely outcomes:

Reet Call will roll out ESNIR service...in Los Angeles
5:cst in ! 993 and then in qcher authorized cities over
the next tw..Q to four years. Other 5MB operators will
trY the same mmgio din-erent markets and link with
Aeet Call to provide roaming.

Within the next several months, the FCC will issue a
Notice of Proposed Rulemaking regarding the
establishment of PCN-type services in the 1850-1990
Mhz range. Final regulations will be released in mid­
1993. Authorizations of bandwidth will be made
beginning in late 1993 or 1994, and service will begin

~,,

"'j
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eet Call'wants permission from
the Federal Communications Com­
mission to upgrade its dispatch busi­
ness. Jf jt gen the peupj§§jop Fleet

...,eQpld' ~et a dangergJJs precedent fgr
.t~ ¥ellular bmme§§ 9t~r 'ilobil)
~ '0 ODerators. including e Iies at
_ otQreia and other creative techIloio­
gIsts. couid eventuaHv ao a lot ot
=e to the comtortable dUOpOlV at

l~iar bmjprss At present o@.y
two companIes can operate cellular
phone service in any given area_

No surprise, then, that several large
cellular operators, including Craig
McCaw's McCaw Cellular Commu­
nications, are quietly lobbying against
Fleet's petition. The heavyweight
lawyer fighting Fleet for McCaw is
former FCC chairman and current FCC

powerbroker Richard Wiley.
The brains behind Fleet are Morgan

O'Brien, 45, a former FCC staff lawyer,
and Brian' McAuley, 49, a onetime
executive at Millicom Inc., a cellular
and paging outfit. The two men
formed the company in 1987 and be­
gan buying up FCC licenses in the spe­
cialized mobile radio band. This mo­
bile band business is worth about
$400 million a year in service fees and

The highiliers took another hit re­
cently when Mo'torola announced its
stunning plan to run a worldwide"Cel­
lular system inthe sky called Iridium.

Now comes another competitive
threat-not from a futuristic technol­
ogy, but from something as unglamor­
ous as the taxi dispatch business. A­
clever startup called Fleet Call Inc., in
Bloomfield, N.J., is trying tQ turn jt§

By Gary Slutsker

Brian McAuley ofFleet Cal! with dispatch radio and portable phone
"If you own 50 miles of bea.chfront in. Ha.waii, you ought to be

THESE ARE tough times for inves­
tors in cellular stocks. They

took a hit late last year after
Prime Minister Margaret Thatcher
opened up the British cellular indus­
try to competition from personal
communications networks--it basn't
happened here, but it might one day.

Why is cellular centimillionaire Craig
McCaw trying to stop Fleet Call from up­
grading its two-way radio seroice? Could
j11cCaw be worried about competition?

Look out for the
taxi dispatchers

86\
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on the firm's receivables, which it had
secured.

As its name suggests, Silicon Valley
Bancshares makes a lot of loans to the
high-tech industry on the San Francis­
co peninsula. Customers include mid­
size firms like Chips &. Technologies
and SynOptics Communications, and
tiny ones like Trimble Navigation. It
also makes general commercial loans
and construction loans for expensive

By Ralph King Jr.

Electronic
banking

E LEXUS COMPUTERS, one of
those rockets that Silicon Val­

ley is noted for, streaked upward
and then crashed, filing a bankruptcy
petition in March 1989. Venture capi­
talists and other creditors lost at least
$40 million. But Silicon Valley Banc­
shares, Plexus' primary lender, re­
couped its $344,000 loan by collecting

Making loans to young high-tech compa­
nies only sounds risky. That's why Silicon
Valley Bancshares is so profitable.

use vee -
Ju~~perators_ .eFCC grants its wish, Fleet Call
will increase its capacity over fifteen­
fold, enough to keep its existing dis­
patch customers and expand by at­
tracting cellular customers.

Fleet Call has a lot of money riding
on the FCC application. After talking
venture capitalists at First Chicago
and Chase Manhattan banks into pro­
viding $80 million in equity and ac­
cess to debt financing, O'Brien and
McAuley paid about $250 million to
acquire 1,600 or so of these dispatch
channels in New York, Los Angeles,
Chicago, San Francisco, Dallas and
Houston.

In Los Angeles, for example, Fleet
Call controls almost 9 megahertz of
the electromagnetic spectrum, about
1'/2 times the space of a single televi-

equipment sales. It provides wireless sian channel. For that space it paid an where in the spectrum, services are
dispatch service to taxI fleets, plumb- average of $5 million per megahertz. strictly segregated. Fleet's application
ers and other small busInesses. Mo- This is darned cheap compared to shows how technology mocks the
bUe radio operators may also com- what cellular systems currently fetch. FCC'S rigid, outdated zoning laws. If
plete phone calls for their mobile cus- McCaw Communications recently the FCC relaxed those laws, the free

.tomers at an additional cost, though acquired a part interest in a Los Ange- market would quickly decide how
this is ~ow a small part of their busi- les cellular system controlling 25 best to use the spectrum.
ness. O'Brien and McAuley have megahertz. McCaw paid the equiva- Already the mobile radio band is

. asked the FCC for permission to use lent of $166 million per megahertz. starting to bristle with new technol-
new technology that would dramati- If the FCC lets Fleet Call upgrade, ogy. Last year the FCC let New York-

_cally expand the capacity of channels the taxi dispatch channels will be- based Ram Mobile Data set up <Y na-
they already cen,ni. ..' come vastly more valuable-and tionwide digital all-data network us-

Fleet Call had 530 mIllIon m reve- McCaw's will be somewhat less valu- ing mobile radio channels. The big
nues last yeM, small potatoes next to, able..J:n cqmpptjrigwjth cellularnoer:: fellows are moving in, too. Motorola,
say, McCaw Communications: $504, J,lioIlJ- peet will h:1Veplenty.of pric,- a large holder of mobile radio chan­
million. But it has giant ambltlons. _ mg tlexlbillty, thanks, to mtense com- nels, recently started selling a data
Here's how Brian McAuley,. ,:leet's ~pet~tion.lil·.t~~;J~.agIl?;~.n~.~_9 i:rJ.9.9i!;, messaging service over some of its
president, descnbes hIS OUtfIt. If you .~-.Ia<lio busJ?ess:.~ Customers were pay-. frequencies to trucking companies.
own 50 miles of beachfront in prime:~pg$J 5" for 75 minutes pf airtjme Qpa~ Moving ~ lot of dispatc~ traffic to
areas of Hawaii and all that's on there ., ~PgJlepcy'-- that' was fupctJopallv- more effICIent data servIces would
now are shacks, you certainly ought "'~~i¥~~\~~~~~~~~f~~w~~r: ~l- free up more capacityfor phone calls.
to be able to put up some nice hotels.", .1lkrtl >0 iae: y"~;Wil})oc3.1'regulators'object ,to hav:'

Right now, Fleet. Call is .limited to, t))jpg " says Me Anl.ey , - -' ~,- - .'~!?g a}h.ir~_p~aye~:W-fue:~~!l_u.:!ar~usi~
beach shacks by ItS restncClve FCC There are some hmtsthat the agen-·~·ness?·.Not.Jikely,if ,the newcomers
license. The FCC merely lets mobile cy will come down on the side of-,,:s1art';y~co~petingoripriCe::~.'Nopub~
band operators blast signals through- competition. FCC Chairman Alfreda;;lics·emce commission in the country:
out a metropolitan region ~om sever- S~kes has campaigned for more effi- <>~}gomg·:,FP_>aY~~~Doii:s)ow.er your.
a! high-power antennas usmg exclu- Clem use of the radIO spectrum. For rates;'~:saysMcAuley;~Lower rates
sive frequencies. In New York, for example, the cellular industry has could be a serious blow to cellular
example, Fleet Call gathers transmis- adopted new digital standards with- operators, many of whom have big
sions from around the metropolitan out having to get FCC permission. debt burdens assumed in buying their
area for retransmission, using over 40 In some areas, the FCC has dropped systems.
antennas and 200 repeaters placed at the need to allocate frequencies for News of this and other potential
several sites, including the Empire different kinds of services altogether. setbacks have already knocked bi!-
State Buildi;:g_ "'. For example, holders of satellite tran- lions of dollars off the market value of............ ..~~-..... " __,""V'.,,,-.~

., .0'Brien and McAuleyw.-ant to in) sponder licenses may transmit phone cellular stocks and bonds. But have
crease their calling capacity and qual~ calls, data and TV and radio program- the price declines fully discounted the
ity simply by using some of the same ming-all simultaneously. Yet else- threats?

_< tricks the cellular folks have adopted;
First, they want to divvy up cities into

.shifting, amoebalike cells that permit
their precious frequencies to be. re~.

used ev~ry few cells, a 'process the
cellularindustIy has used to expan~

capacity. Next, they want to switch tp>
w . 'tal transmission e ui ment

a '0 sets m tor
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T Fleet Call GetS the "Full Green Light" to Proceed with ESMR 6
Last week, the FCC approved, with some modificHions, Fleet Call's proposal for an
enhanced SMR sYStem. \Xlhat the commission needs to do now is rethink the rules in 1990
terms to avoid another "tortured course" waiver request.

T Mobile Insider Trailing: Cellular Fund Looks to Build,
Sell Midwestern RSA Properties 7 ~

JMB Realty, CyberTeI CeUular and IDS Financial Services wane to sell lOO-plus shares in
their new cellular fund, but may kill the deal if less chan $35 million is raised by June. Also,
srock picks on the rebound!

Volume I, Issue 12

T Fidelity Buys Majority Stake in DRN 2
Once more, Fidelity Capical is putting its money where its mouth is by purchasing more chan
50 percent of chis Virginia pas RF service provider. Tne company will cake on new projeces
under a former CompuServe executive.

T George Henz On SMRs, The Economy, Survival and The Future .4
To make it in today's environment, this SMR expert cautions operators to be independenc,
network themselves, affiliate with Other c:a.rriers and find ways to provide new produces for
their customers.

~. ~ . .
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New Buyers Club May Save
ReCs Thousands

Members ofTelocator' s exeCUTIve
Staffacted on an idea that had been on
me shelf for several years and turned
it inco a plan mat will hdp smaller
paging members compete with their
larger RCC counterparts. With the
price ofairtime falling faster than the
price of new receivers, T e!ocatOr has
contracted with NEe, Panasonic,
Shinwa, Dial Page (representing
Motorola) and International T decom
Systems (represenring Hyundai) to
offer pagers to T elocator members at
reduced "buying club" prices.

Accordingto T elocator seniorvice

Continued on Page 3

Counteifeit Cellular Chips Make
It To Nation sCapiral

Agrand jury decision was expected
last week in Case No. 91-0070M in
the United States District Court of
Eastern Virginia against three men­
one a Washington, D.C. police offi­
cer--charged with cellular fraud.

Cellular One, which competes
with Bell Atlantic Mobile Systems in
the area, found that more than
S50,000 in free calls had been made
on its system between Ju1y 20 and
October 10 oflast year, and enlisted
the help of the Secret Service's Fraud
Squad to catch the users. Many ofthe
calls had been traced to the Northern

Continued on Page 8

AMS, Johnson Communuations
Forge Deals on Flaridd,

Georgia Properties

American Mobile Services and
Johnson Communications are in me
last stages of working out a four­
property deal in Atlanta, Tampa,
Orlando and Miami 50 that each can

compete "without getting in each
orner's way."

'X'hi1e it seems that manytop SMR
operators and all of the manufactur­
ers around the country have been
aware ofthis deal for abo lit a year, all
the details have yet to come to ligbt.
AMS, being a public company, has
frIed papers with the Securities &

Continued on Page 5
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Fleet Call Gets The ''Full Green Light"

To Proceed With ESMR
At presstime, the FCC finally re­

leased its decision on the Fleet Call
waiver (Mobile Insider, January, p. 1). As
a result, the SMR probably will begin
filing its base station applications in me
near future to begin the long uansitioning
process from analog to digital, staning
with its California markets.

'Tm very excited," said Fleet Call
chairman Morgan O'Brien immediately
following the February 13 open meeting.
"We have been given the complete green
light. We got more affirmation (for me
concept) than we thought we would."
O'Brien will be selecting an equipment
vendor soon, with a prototype digital
SMR unit available for testingwithin two
years.

The induStry sees this as a victory over
the pressures put on the FCC and Con­
gress by the cellular industry, which was
trying to block the waiver request~
cause ot}Derceived competition~or sub­
a:"ibers There also was some question
chat Fleet Call, with its oroposed IS-fold
increase in channel caoacity, would be
:nrljped t9 resell ipterconnection c.apac­
~qdQP profi}, thus making it a common,
<l nd por a private. grrier. Reselling excess
capacity on SMR channels for profit is
prohibited by the commission.

Waiver Changes
While the commission did not grant

all of Fleet's requests, it did emphasize that
most ofthe things the SMR had asked for
in its filing last April already were per­
mined under commission strictures. Fleer
had requested a 35-mile buffer zone
around the service areas of its existing
base stations that would define its areas of
operation, but the FCC rejected this
request, preferring co wait for the OUt­
come of recendy proposed rule changes

6

that would permit separations of less
than 70 miles if no interference is dem­
onsnated.

What the commission did agree with
is an extension of normal SMR buildout
time, giving Fleet Call five years to build
its digital system in any newly licensed
stations. Fleet Call has spent about $750
million on its system so far, and owns 150
channels in six markets, serving 150,000
customers. The FCC also declined to
grant Fleet's request for blanket wide

area. operating authority. Instead, each of
Fleer's base stations will have to be li­
censed individually. The Private Radio
Bureau estimates that licensing a Fleet
Call base station may take 90 days be­
cause of the waiver situation, adding
about 30 days to normal base-station li­
censing.

Commissioners Nod
There were few reservations voiced

by the commissioners before they voted
on the waiver request. Commigjoper

.Andrew Barren wants to monitor Fleet
Call to make sure it does not resell in­
rs:rcgppegion seajces. He also wouldn't
mind requiring Fleet Call to save billing
records to make sure any COSt savings are
passed on to its subscribers.

Elder statesman James Que/lo (whose
staffers have been heavily lobbying the
powers mat be to ensure him another
term) said that approval of this waiver
would increase private land mobile spec­
trum efficiency. He also was concerned
about putting any additional safeguards
(read roadblocb) on Fleet Call lest the
advent of digital SMR services be ser
back.

Cqmmjssi9Q;rSbe~rieM3Gibi11J called
the ren mond1S leading up to this deci­
sion "a tonuredcourse, nand wondered if
the FCC should have instigated a
OJ lemakina jn the master instead ot ao­
~roving waivers. "The FCC rules mav
:egj Wqass areaJjrvc"heck concerningme
Way tb ipas are todax~ she said. Marshall
.also speculates that Fleet Call Jomoeri­
rors wj1! now ask for me same waivers.
(Mobile Insider asked SMR insiders at­
tending the meeting and PRE chiefRalph
Haller who would have pockets deep
enough to attempt building an enhanced
SMR system li.ke Fleet Call's. All an­
swered, "Motorola. ")

Freshman Commissioner Duggan
pointed Out that if the commission is
sworn to do anyrhing it could to promote
new services, bener technology, compe­
tition, etc., then it should approve the
Fleet Call waiver request. "This item
does all this but it also created a firestorm
of controversy," he said. "But we must
suppon the values that are the bulwark of
the commission." The commissioners
then Voted unanimously to award Fleet
Call an amended waiver.

"The FCC showed some backbone,"
commented Russell Fox, president ofthe
American SMR Network Association.
"It was good to hear the verbal spanking
the cellular industry took from the
bench~ u .:.
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o I Fleet Call's ESMR plan
I Inside wins necessary approvals

• ,." l',' .:•• '.~"":."'}in':;""-:::'t")("'l •

:' i ',}""'" .'J:'!"Yii"~)f~~.:·/, By Margot Moody of Fleet Call Inc.'s proposal to budd
Bundling comp~tltl()n:~:;~j1r~yO,; WASHINGTON-The Federal Com- digital specialized mobile radio sys-
Making changes that should 'i l;.:;.' munications Commission has helped terns in six major U.S. cities.
please cellular catrier~, ~,he FCC,' pave the way for the introducti?n of Fleet Call, the nation's second larg-

o~as proposed to per~lt , bun:, digital technology into the prIvate est SMR operator, has proposed ~o
dling"ot cellular eqUipment anq land mobile communications indus- convert its analog SMR systems In

se~ices and to relaxore~al~;.::':· try through its conditional approval Chicago, Dallas, Houston, Los ~n-
gUidelines .....' ... ; "'.~... , .. 3 geles, New York, and San FrancIsco

,.;.; .::., ',:" '. , into integrated, digital transmission
Lockdown update", B hoes systems. The firm submitted its

::.·',John us prop S plans and a request for rule waivers
Stupka:hea~. to the commission on April 5, 1990.
ofCn,A;s,,'. ,'. auctions fees The commission addressed the

'. techn~logy"; , matter here at a Feb. 13 open meet-
. commltt~e , CC · ing, despite cgpcerp§ rAjsed late last
"and preSident, for F Income }Waf by House Bnenn' and Cow-

ot Southwest- merce Chairman .Toh n Pingel! D-
ern Bell Me- >. • rl I . t . h,,' . .' "", B T fi'fr S'l M1cb an fe PCOWWlJD1Ca 'OPS §Jl •' bile Systems'" y tJe ry l va

;. , ";,, committee head Edward Markey D-
,is one .oL2:(~' WASHING1'ON-~ea.rly half of t?e Mass" as to whether a waiver would
"many Indus-; Federal CommunIcatIOns CommIs- b I . t d t d

' " . . e t Je apprgprJR e proce ute 0 a -. .···,·~'i;.·· , "': ".; try. experts sion's proposed $133.4 mIllion fund- .. r f 1 _
following ~he progress I~the ing for fiscal 1992 would come from dress such an Issue mleH 0 a IV e
commerclallockdownj". . $65 million in collected user fees- Turn to ... Fleet Call, Page 22

' procedure :< ;. '" 13 an initiative that currently lacks

Increaslngma, rke,tpres;nce ctonpgre~dsiontaBI :Shrsr~~dg~~Cpc~~~~ng~
" • ',. 0 reSI en

. ~u~chiso~ Telecommlmlcatlo~s, ': presented to Congress earlier this
already With ~everal U.K,moblle month.
communications purchases un- That measure, together with are-
der Its ~~It. has announced Its worked spectrum auction initiative,
a?qu!slllon of BYPS Commu-. ," , will likely be closely scrutinized

,nlcatlons .. - 22 when the FCC goes before House

February 25,1991 Volume 10 Number 4

SMR END-USER PROFILE
Other 6r.,

Health 4%

Real Eslale 5%

According fo a recent survey conduct­
ed by EMCI, the number of SMR units
should Increase by as much as 20
percent over the next several years
throughout the major end-user
groups. Thrn to Page 17 for further
survey results.

Nokia putting up
$66 million cash
for Technophone

By Seth Malgieri
HELSINKI, Finland-Facing what
one analyst termed a "grow-or-die"
situation in the changing world econ­
omy, Finland-based Nokia Corp. an­
nounced it will pay $66 million cash
for cellular telephone manufacturer
Technophone Ltd. of Britain.

The pending acquisition by Nokia
w,i11 ,hDP.sLlt..s. nnm1.EJLr.ellJ1Lal: trJ.fk

~
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WASECA, Minn. -Electronic com- r
! :.. ... ~ _: ~ __ ,~, ._., -",~-:, ,:,.__,. !'. ._.J,

E.F. Johnson founder
succumbs to cancer

Through digital transmission and
other technologies, Fleet Call has
said it can provide 15 times more us­
er capacity than existing systems
without using additional spectrum.

Fleet Call also requested a single
license for each of the six markets
authorizing it to construct and oper­
ate multiple, low-power base stations
that would reuse frequencies at any
given site. The commission denied
the request, however, and said that,
based on existing policies, each base
station would need its own license.

Fleet Call also requested protec­
tion from nearby SMR operations
through a 35-mile "buffer zone"
around the service areas of its base
stations. Other licensees would be al­
lowed to locate outside the buffer

,zone and serve areas within the zone,
provided their base stations were at
least 70 miles from any of Fleet
Call's base stations.

Noting a recent proposal for rule
changes that would permit separa­
tion of less than 70 miles if an appli­
cant could demonstrate that no
harmful interference would result,
the agency deferred action on this re­
quest pending the outcome of the
short spacing rulemaking (See story
on Page 5).

The commission did, however,
grant the firm's request for an exten­
sion of its construction period for any
newly licensed stations from the usu­
alone-year period to five years, based
on the "technical difficulty of the
proposed system."

Th date, Fleet Call has invested at
least $500 million in construction of
its market-wide digital system. 0

pany were very pleased with the out­
come.

Morgan O'Brien, the company's
chairman, called the commission's
ruling "a victory for the SMR indus­
try [which] has cleared the way for
Fleet Call to play an increasingly im­
portant role in perhaps the most dy­
namic sector of the telecommunica­
tions industry."

Fleet Call said its Enhanced Spe­
cialized Mobile Radio Service "fea­
tures vastly improved quality and ca­
pacity compared to traditional
SMR."

RCR

response was not based on fear of
competition.

"We opposed Fleet Call because
we saw it trying to change the very
nature of the private radio service
without benefit of public debate," he
said. "Fleet Call will provide a link
to the public telephone network
without facing the obligations we
and other common carriers face­
state regulation, excise taxes, re­
sale, etc."

Although the commission did not
grant Fleet Call the full scope of its
requested relief, officials at the com·

Fleet Call

22
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The Accellurator
moves your cellular
operation into the

fast lane.
Now you can have real-time SCIs Accellurator can also
access to all your call data. No provide daily transfer of all call

more waiting 2-4 days to process the information sent records and/or roamer calls to a
out on tapes. No more delays. No more lost revenue. billing system or clearing house -

With SCI's Accellurator'· and networked A without die high cost and delay of ....~...=.,

microcomputer approach, you can have it all- now.,Jl.. tape handling. A traffic analyzer captures and on-
The Accellurator includes real-time J,;'?.. screen reports system usage information real-time

gathering of call records and real-time message ~ , .-~~ by hour of day, call class, and direction. And
rating of both toll and airtime for immeclime , ... inciclent problem reporting will notify

, and metered billing. $.".;., 7=.'4., appropriate engineering personnel if problems
. TI,e Accellllrator's metered billing is a arise.

hi') ,1 'I,d 11'11 r;-1l1:ohilirv tll:tt lets (lny'lne It's all in SCls Accellurator. From the

From Page 1
makjpg proceeding.

The waiver proposal had also re­
ceived resistance from the cellular
industry, which voiced regulatory
concerns regarding the similarity of
the proposal's architecture to that of
cellular systems.

Robert Maher, president of the
Cellular Telecommunications Indus­
try Association, said he was disap­
pointed in the FCC's decision.

Maher noted, however, that CTIA's
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Dear Executive:

February 15, 1991
TJashington, D.C.
Issue i/7

FCC GIVES FLEET CALL'S ESMR SUPPORT 'YVlTHOUT WAIVING RULES

The FCC action on the Fleet Call.waiver this week was a good news-bad news
scenario for the second-.largest SHR in the nation. The bad news was the FCC
didn't grant the majority of the company's proposed waivers. However, the good
news was that Fleet Call doesn"t need the waivers to set up its wide area
digital Enhanced Specialized Mobile Radio (ESMR), according to FCC officials .

. Declaring that current rules already give Fleet Call the latitude to build
ESMR, the FCC gave the go-ahead for the low-power multi-transmitter 9igital SMR
network. liThe differences in what Fleet Call asked to do and what we are
granting it are very, very minor,n said Private Radio Bureau (PRE) Chief Ralph
Haller.

"Our review of the issues leads us to conclude that many key components of
Fleet Call's proposed design are alreadT permitted under the rules without
1Jaiver," Hike Lewis, PRE senior engineer, told the FCC open meeting held
Wednesday.' "Be~ause •...e can. rely on the flex'ibili ty inherent in the current SMR
rules, it is appropriate to dismiss most of the requested relief relating to
a~~inistrative manners."

The PRB commended Fleet Call for asking for increased spectral efficiency
instead of asking for more spectrum. But, Lewis said, "We must ensure that the
rights of all are protected before allowing Fleet Call to proceed.~

Fleet Call WiII Have 5 Years to Construct

Fleet Gall did receive ~ waiver to construct its system over as-year
period. Construction periods are usually one year. The SMR plans to build ES~~

in 6 of the largest U.S. markets--Los Angeles, San Francisco, New York, Chicago,
Dallas and Houston. Currently, in the 800 MHz band, Fleet Call serves 120,000
users on 1,700 channels. The proposed network adapts frequency reuse and
digital technology to increase capacity from 15 to 30 times analog.

In rejecting Fleet Gall's request for blanket 1Jide area authority, the FCC
affirmed that wide area service could be offered, but each base station of the
system 1Jould need to have an individual license. Without the blanket waiver of
the 70-m{le rule, 1Jhich is the required distance between transmitters, Fleet

• FCC Says Fleet Call Network Would Not be a Common Carrier 2
(9 Marshall Calls for Update of SMR Rules to Prepare for Digital 3
o Fleet Call Pleased With FCC Action; CTIA Dismayed 4
G Alien Ownership Issue Holding Up lvluItitude of RSA Licenses 7
o Universal Cellular Shows its Hand in World....,ide lvfarket .........•.•••.•..•. 10

o 1991 by Phillip. PubiuAi"8. fllc- Fttkrul CDPJrighl la.l:' prollibiu UlUJwAoriud n:prodUdion by en)' lTUQ/J.I and impou. fin.. ofup /a 1LO,()(X) for ulDla./icIU-
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C~ll wi~l have" t; file for a waiver with a technical showing and concu;rence in
order to short space its system. "But even that waiver is on the endangered
list. In a recent Further Notice of Proposed Rule Making, the commission sought
to allow short spacing requests based on technical showings without requiring a
waiver.

The issue of allowing digital station identification, the subject of
another waiver request, will be dealt with in a separate proceeding.

The FCC found there "was no need for Fleet Call's request for a 35-rnile
buffer zone "in its Enhanced Geographical Ar"ea. "The existing "rules provide for
70-mile protection around each base station," ~aller said.

The cellular industry brought up several issues in the comment period. It
questioned whether an ESHR system shouldn't be regulated as a common carrier
because of its similarities to cellular and its increased interconnection " " .( "
capabilities. Commenters also wondered what would happen to Fleet Call's analog
fllsCorne"'s t'pon ch"pgegver to digital and wbetbe'" a p11 emaking would be more" "
APprQpr;ar~. Fleet Call doesn't bave apy incept'y~ tg pric~ its product beyond
,the means of its market, Lewis said.

FCC Rules ESMR Not a Common Carrier

~Interconnectionwith the public telephone ne~~ork is permitted in the
private land mobile service. ~ Lewis said." "The difference be t T;1een common

"carrier and private carrier does not depend. on capacity. Nothing in the records
'indicates that Fleet Call would have anything but a private carrier service."
Section 332 of the Communications Act prohibits private carriers from rese"lling
interconnect se~tices .at a profit. "

"Section 332 is not a percentage test of dispatch versus interconnect,"
Haller said. "It relates to how you pro'vide interconnect services and you can't
do"it for a profit."

,_"""._.lAit'h~u-ghh~~'pl;;:ig;(~i~.~:;-~pp~~rt-:I~ndr~~:,~~"r_rett"~:~iS~;~~~:zPm.j,~~~~~ei":,;:s<:~dJ-~.,
" that: he "was 'still concerned about: "the "common 'carrier status 'and "he ':did "not want',"

.••... ".- ., .., ....-'t,._ .. ~._, ..... - "··-C~'.·~·_. ••.,~~.·_ ...... ,.' '-."~ ·c ....;- .-'......'~. ...,_,._ ...M ..:--.-.~_. __ '.:>-'~'__ ",,-,.... <:,".;.... .~ ~

~;s t~:~e F~:~~i~=li t ~r;:::~:\~O~~i~~~ri:j"~~~~~:~~~~:i~~7~-!~lu~"E!if~:-¥o~~ncern .~
scrut n . II Ba e want to rna e sure that they are passing throug'fi
the interconnect costs.~ But FCC ommlSSloner ~lln uggan as e t e
ouposicion, most or it from the cellular operators, that rose up against the
Fi~et Call waiver request. ~If we are sworn to do anything as FCC
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commi!lsioner~, it is to support technological innovation, moreef£icie~t use of
the spectrum, improved service by licensees and heightened competition," said

'Duggan. "This item does all these things and yet it created a firestorrn of
opposition. The favorable outcome of the Fleet Call wa'iver is a testarnent to
the ... intestinal fortitude of the chairman and my colleagues."

"~e opposed Fleet Call very strongly, because we believe they are taking a
private service and turning into a common carrier service without taking on the
responsibilities and obligations of a common carrier,w said Norman Black,

, Cellular Telecommunications Industry Association spokesman.' "People,' including
Fleet Call, who claim that we were fighting them just because we were afraid of
competition are just,wrong."

"~e are not afraid of competition," Black continued. "ESMR will never be
able to match the services and capabilities ,of c~llular."

The commissioners appeared receptive and supportive, of the PRE's proposal
at the meeting, unanimously passing it with the usual voice vote. "I support
the item.' The Fleet Call proposal has the' potential of increasing spectrum
efficiency in land mobile technology for years to come," said James Quello, FCC
commissioner. "There is much comment on being procedurally correct and I want
to be procedurally correct, but not if it's a delay tactic by some people '"ho
don't want the competition."

Marshall Calls for a Rules Update

FCC Commissioner Sherrie H:ar~all supported Fleet Call, but favored a rule­
making procedure. ,"I would be remiss if I didn't express my concern over the
tortured course this proceeding has taken with its waivers, rulemaking threats
and back and forth," said Marshall. "~Le very fact that Fleet Call felt that it
needed so many waivers of our rules to ,c:::-eate a state-of- the-art SMR
system indicates that our rules need to be reviewed to see if they pass a
reality test of today." Current loading rules for analog will not be usable
with digital~ and requirements for station identification in either voice or
Morse Code will also be defunct, she added.

Haller, at a press briefing, said that a proceeding dealing with station
identification would be initiated .

. '

"For us to have to waive the short-spacing rule at least 40 times over the
last few years suggests that there may be'some problems with the reality of that
rule too, It Marshall said. "1 JiQl'] d haY" fire Te"''''ed· a rulemaking to br" pg our
rules up-tg-date." Duggan said that he looks forli'ard to doing a complete review
of the rules.

"The 70-mile rule was based on 1,OaO-watt stations with I,OaO-foot
antennas," Haller said. "As you reduce power or antenna height, that 70 miles
is no longer necessary. ~e have granted many waivers based on that premise."
The waivers also require an extra fee, he added.

Since systems like Fleet Call's and Ram Mobile Data's require more time to
construct, they should be provided the time without a lengthy waiver process,
Haller said.

PRB to Move Quickly on Fleet Call Network

The commissioners directed the PRE to move quickly in licensing the ESMR
system, and Fleet Call will begin submitting applications immediately.
Individual licensing of base stations will not hamper Fleet Call from a time



Even though the waivers were not granted, O'Brien said that Fleet Call got
what it wanted. "It is our understanding that they gave us the relief we
requested, but not in .the form that we asked for it," he said.

Fleet Call's present system meetstha aggregate loading rules, Haller said,
which qualifies it for additional channels'and continued exclusive use of its
channels. SMRs are only required to certify loading once ..

I~~l£~-c~~~'~~i;li:§;'~I=~f;h~'~i~,~J~- __,.c: ,._@~-,-
standpoint, Haller said. "For each short-spaced base, they' would ne~d to make a
showing but it could be authorized within 50-70 days if it doesn't cause
interference to other users." Haller said. "It ·.... i11 cal1, for additional
paperwo~k but not significantly more time." A waiver can extend the process to
90 days.'
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. Fleet Can Pleased ·With· FCC Action

Fleet Call officials were all smiles after the FCC
. which was filed in April of 1990. "we are pleased with
company chairman Morgan O'Brien: "It is an endorsement
comm.ission created back in the 1970s. We believed what
wanting to encourage new technology and we acted on it.
wa are going forward fulL speed ahead. II

acted on their waiver,
the FCC decision,~ said
of a concept that the'
the FCC said about
With this endorsement,

Los Angeles will most likely be the firstnet·,.;ork up and running, and it
should be in service within 2 years. Fleet Call denied that its service and

.qUi:_me:~:d::,P~::,::o~re::.:::..c~tomers,. ,~ ,iJ~
,_...=~'ot:J\.E,....i:~ J'5,:~s ~;;&P~~~~~ ;!1ce 61~}d~~.h,e_';"~~r.~,~~~y,~~J~~~~~.~E..3~~.;.~~_ng:~B_r:.~~__ . _ c;
:J.1cA~~ey. '~gF';;i,~.~.::..t",~~:l.~_~~9,!,,,c~.~.:i~.;.:'We popee ~ ..~tbe~sl!bscribeCequ~pment._we wil 11 ./ '\~ ,
:sse Wi 11 Dot be more expensive than digital ~ellular~e9uipment:~~:~;T~wi1~.;;.g~ d

_~us_~::~ d_ua~.~mode phones, ~~hile we _wi1.~ .,b.e..,,~~~~c.~~y digi tal-mode aevl.ce~lso'--:iJ {.,v

~'" ~:-}o~.-~f..E?~._te<7.hnology.,,~s_~~.e.::n;ea~~..~~e,,:~,:~~~. feen.~~;~o~no:' ?:~c~~:r.7~_d:o~~_~n7
.~ . time divis ion multiple ac~ess'-''''1~ --~- _""-.__._",_~.,,.,.-.~."'_J~,,~'--"'-_'~' __' -'_.'~

... " . .£-. - •••. -: ..... - & ••_'.-~-' .----...............-._~.'.'-.....----~...-.:.•• ~ .. ;,.-..ii;;.,•.;,~

O'Brien said that he has already talked on a TDMA mobile prototype.
Commercial mobile units should be out in a 21-month timeframe. Portable
versions should trail by only 3 months. ~This is a technology that was farther
along than we thought," he said.

Fleet Call officials still are not able to divulge whether the technology
they are going to use will be open or proprietary. "There is the possibility
that it could be proprietary, but more likely we will want the largest number of
manufacturers making our phone, competing with each other which will drive down
the price."

CTIA Officials Not Pleased With Waiver Grant

On the other hand, CTIA officials were disappointed with the FCC decision.
"They might not be able to do it quite as fast, but there is no question that
Fleet Call won,~ Black said.

"';]e took advantage of every opportuni ty we could under the rules to present
a contrasting viewpoint, instead· of having something just get steamrollered
through on the basis of a waiver, when we believed that· it was something that
should have been handled by rulemaking. ~nile we are not worried about Fleet
Call being a competitor, we are worried about the legal precedent that appears
to be set here, ~ Black continued. ~What about in 5 years when another private
carrier wants to prOVide cellular telephone service?n

. - ._ ....~--:--
......-:·....;"-··r __ ... ··-
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~T±A Fresid;nt Robert Maher added that he has "little do~bt Fleet'·Call's
·dis·patch c~stomers will be pushed aside in favor of customers who want to make
phone calls.~ The association does not plan to appeal ~he jecision to the
courts at this time.

FCC Move Finds Favor With SMR Industry

While the cellular industry lobbied
. both the FCC and Congress heavily against
the Fleet Call waiver request, the National
Association -of Eusiness and Educational
Radio (NABER) held meetings wi th Fleet Call
to· discuss the new technology·. "There are 2
very significant things· for the indus try:
one .i~ that it makes possible for the
industry to move forward in. -digital ..
technology,H said E.B. ~Jay~ Kitchen, NABER
president. "With the attacks of the
cellular industry, it is a clear victory for
the private side. The commission rej ected
any comments that SHR or ESHR are. common
carrier services.· . The p"iyate car-rier
status became an imoortant issue."

Fleet Call, Inc.
SMR VI. ESMA

The American SHR·Network Association (ASNA) also
SMR industry with Fleet CalIon its waiver proposal.
agreed with Kitchen.

worked hard to unify the
ASNA President Russell Fox

"The FCC made it abundantly clear that what Fleet Call is doing poses no
threat to its private carrier status. at is a very bi victorY all SMRs,"
Fox said. "Had the commission wavered on the common carrier/private carrier
issue, many SMRs would haye been in trouble." ASNA bas a Dqmber Of T11"gl
members that Q_fier predominantly interconnected service.

"The FCC has given Fleet Call the clarity it needed," Fox said. "In some
respects, t~e FCC gave them an even better answer than they wanted. The
commission said,. 'You don't even need waiYer. You can do it under .the current
rules. '"

Fox also highlighted the fact that the FCC jUdged that Fleet Call will not
need any waivers of the 40-mile ownership .rule, because of aggregate loading.

~This is the first time that the commission has talked in terms of
aggregate loading for the SHR industry," Fox said. ~I think it makes a lot of
sense to look at aggregate loading when someone is proposing a regiona~ system.
This represents significant opportunities for other SMRs. If this is a signal
that you can do regional operations if your aggregate loading supports it, maybe
more SMRs will be interested."

...

Fox also believes the 5-year construction period should be of some
importance to the SMR industry. Other SM.~s that Want to convert large, regional
systems to digital may be able to use the slow-growth waiver.

Chris Rogers, chairman, Dispatch Communications, was. also satisfied. "As
another large SMR we are pleased for the same reason that Fleet Call and the
rest of the SMa industry are," Rogers said. "The FCC saw fit to foster the next
generation of SMR--the move into digital. It was good to hear them disregard
the variety of already-settled regulatory arguments that the opposition threw up
against it."
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APPENDIX B - THE TELOCATOR PROCEEDING

In the Matter of

Amendment of the Commission's Rules
to Authorize Cellular Carriers To Offer

Auxiliary and Non-Common Carrier Services

RM-7823

NARUC'S NOVEMBER 8, 1991 OPPOSITION
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NARUC'S NOVEMBER 8, 1991 OPPOSITION TO TELOCATOR'S PETITION

Pursuant to Sections 1.4 and 1.405 of the Federal
Communications Commission's ("FCC" or "Commission") Rules of
Practice and Procedure, 47 C.F.R. Sections 1.4 and 1.405 (1991),
the National Association of Regulatory Utility Commissioners
("NARUC") respectfully files these comments in opposition to the
September 4, 1991 "PETITION FOR RULEMAKING OF TELOCATOR" filed
in the above-captioned proceeding. [The Petition was publicly
noticed in FCC Report No. 1864 (20136) on October 9, 1991]. In
opposition to Telocator's request, NARUC states as follows:

I • NARUC 's INTEREST

NARUC is a quasi-governmental nonprofit organization founded
in 1889. Its member's include those governmental bodies of the
fifty States, the District of Columbia, Puerto Rico, and the Virgin
Islands, engaged in the regulation of carriers and utilities.

NARUC's mission is to improve the quality and effectiveness of
public utility regulation in Amer ica. Specifically, NARUC is
composed of the State officials charged with the duty of regulating
telecommunications common carriers within their respective borders.
As such, they have the obligation to assure those
telecommunications services and facilities required by the public
convenience and necessity are established, and that service is
furnished at rates that are just and reasonable.

NARUC is concerned that the services proposed by Telocator are
inadequately described, make use of spectrum allocated for common
carriage, inconsistant with the statutory scheme, and, in light of
the FCC's recent misapplication of Section 332 "functional test" in
the Fleet Call order, may involve common carr iage and thus be
subject to regulation by the States, ~, certifications
standards, tariff requirements, non-discriminatory pricing
prohibitions, complaint procedures, etc. See, 47 U.S.C. Sections
331(c) (3) and Section 332 (1990) and "{NARUC's} Petition for
Reconsideration", filed April 15, 1991 in File No. LMK-90036 and
addressing the FCC's Memorandum Opinion and Order ("Fleet Call
Order"), In re Request of Fleet Call, Inc. released March 14, 1991,
6 FCC Rcd 1533(adopted February 13, 1991)(FCC91-56). NARUC
respectfully requests that the FCC incorporate its reconsideration
request and other comments in the Fleet Call proceeding into the
record in this proceeding. If necessary, NARUC will refile
duplicate copies. [The FCC recently denied NARUC' s request for
reconsideration on procedural grounds.

To the extent the FCC is successful, dur ing the appeals
process, in getting NARUC's challenge to the order dismissed on
procedural grounds, the merits of its current approach to Section
332's functional test can still be raised on appellate review.]
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II. BACKGROUND

In 1982, Congress enacted Section 332 (c) (1) to provide a
II ••• clear demarcation between private and common carrier land
mobile services. II House Conference Report No. 97-765, Joint
Explanatory Statement of the Committee of Conference on P.L. 97­
259, The Communications Amendments Act (IIHouse Report II), 97th
Cong., 2nd Sess. 54, reprinted in, 3 u.S. Code Congo & Ad.News 182
Bd.Vol., at pages 2237, 2298 (1983).

According to the conference report II ••. [t ]he basic
distinction •.• is a functional one, i.e., whether or not a
particular entity is engaged functionally in the provision of
telephone service or facilities of a common carrier as part of the
enti ty 1S service offer ing. If so, the entity is deemed to be a
common carrier. II House Report, at 2237, 2298.

Significantly, in that report, the conferees also note that,
although the FCC maintains its exclusive radio licensing authority,
II •• states retain full jur isdiction to engage in the economic
regulation of common carrier stations (i.e., regulation of entry,
rates and practices) consistent with Sections 2(b) and 221(b) of
the Communications Act of 1934 (47 U.S.C. 2(b), 221(b) (1976» to
the extent they deem it necessary in the public interest to do SO.II
House Report at page 2300. See also, NARUC v. FCC, 880 F.2d 422,
428 (D.C.Cir. 1989); California v. FCC, 905 F.2d 1217 (9th Cir.
1990). Moreover, the report goes on to note that the FCC II •.• may
not use its licensing powers to ci rcumvent limitations in its
economic regulatory jurisdiction over common carrier station.
{Emphasis Added}1I House Report, at page 2300. Compare, NARUC v.
FCC, 533 F.2d 601, 619 (D.C.Cir 1976), where the court found that
lithe author i ty to exper iment broadens the [FCC's} freedom to
promulgate innovative and perhaps speculative regulations of
activities over which it otherwise exercises regulatory
jurisdiction. It does not, however, 9ive the FCC power to regulate
activities experimentally, where ..• tthe Commission lacks general
jurisdiction}lI.

On April 5, 1990, Fleet Call, Inc. filed a proposal to create
lI enhanced ll specialized mobile radio (IIESMR II ) systems. On February
13, 1991, the FCC granted authority to deploy this new ESMR Service
in six metropolitan areas.

The order notes that not only will Fleet Call provide, inter
alia, II tradi tional dispatch service II which is not II functionally
different from any service that it currently provides through its
existing stations,1I but that lI[a]dditionally, Fleet Call will be
able to provide •.. interconnected telephone-type services. II Fleet
Call, mimeo at 5, para. 29. The FCC concluded that these changes
dIdnot affect Fleet Call's status as a II pr ivate land mobile
carrier ll under Section 332.
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To the extent Fleet Call actually engages in common carrier
service, this determination effectively preempts state regulation
of ESMR. Fleet Call, mimeo at page 5, para.31.

On September 4, 1991, Telocator requested a rulemaking
allowing cellular carriers to provide "aux iliary non-common carrier
services" and classifying those services as "private land mobile
services." In October, the FCC asked for comments on the proposal.

III. DISCUSSION

A. TELOCATOR I S PROPOSAL DOES NOT PROVIDE ENOUGH DETAIL FOR
COMMISSION ACTION.

Telocator's proposal lacks sufficient detail for the
Commission to take action. Telocator asks the FCC to amend
"Section 22.930 and other relevant rules •.• to allow cellular
licensees to provide auxiliary non-common carrier services under
the Cellular Service Option." Petition at 2. Later, the petition
notes that "[ t] he Flexible Cellular Order cited a wide range of
public interest reasons for permitting cellular licensees to pursue
auxiliary service options •.. in the brief span of time since the
adoption of the Cellular Service Option, the industry has been
aggressively explor ing a wide var iety of new technologies to
provide telecommunications over cellular spectrum. Ongoing tests
are already examining such prospective services as wireless local
area networks, wireless PBXs, tetherless network access, data
networks, CT-2 services, personal communications networks and a
host of other potential applications.[Footnote omitted] The 1988
rule changes opened the door to expeditious exploration and
deployment of any such services ultimately found to meet a public
demand or need."

However, other than this short listing, the petition does not
present any details about, or even specify, actual services or
technologies to be implemented under the rule. Moreover, other
than some unsupported conclusory statements, the petition does not
provide any rationale or explanation for why these "undefined" new
services cannot be undertaken/provided under current regulations.

Indeed, Telocator's petition suggests that the Flexible
Cellular Order, which specifically acknowledges the statutory
prohibition against the provision of dispatch service by common
carriers [3 FCC Rcd 7042-7043], has already "opened the door to
expeditious .• deployment of any such services ultimately found to
meet a public ... need ..• " - albeit on a common carrier basis. In
addition, the FCC is already providing avenues that cellular
carriers can utilize to invest in new services like PCN/PCS through
other ongoing (~, PCN/PCS Initiative in Docket No. 90-314) and
completed (~, FCC's Pioneer Preference Procedure) proceedings.


